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NOTES TO FINANCIAL STATEMENTS 

 

 

For purposes of the quarterly interim financial information, it is presumed that the users 
of the interim financial information have read or have access to the Annual Statement as 
of December 31, 2011.  This presentation addresses only significant events occurring 
since the last Annual Statement. 

 
1.  Summary of Significant Accounting Policies 
 

A. Accounting Practices 
 

The accompanying financial statements of HealthLink HMO, Inc. (the 
“Company”) have been prepared in conformity with the National Association of 
Insurance Commissioners’ (“NAIC”) Annual Statement Instructions and in 
accordance with accounting practices prescribed or permitted by the State of 
Missouri Department of Insurance (the “Department”).  The Department has 
adopted accounting policies found in the National Association of Insurance 
Commissioners’ (“NAIC”) Accounting Practices and Procedures Manual 
(“NAIC SAP”) as a component of prescribed accounting practices.  Additionally, 
the Department has adopted certain prescribed accounting practices that differ 
from those found in NAIC SAP, which impact the Company, specifically; 
limitations are placed on intercompany receivable balances.  The Department has 
the right to permit other specific practices that deviate from prescribed practices.  
The Company has employed no permitted practices in preparing the 
accompanying statutory basis financial statements. 
 
A reconciliation of the Company’s capital and surplus as of September 30, 2012 
and December 31, 2011, respectively, between NAIC SAP and practices 
prescribed by the Department is shown below: 
 

September 30, 2012 December 31, 2011
Statutory capital and surplus, 

Department basis 13,528,795$               17,994,451$             
State prescribed practices:

Nonadmittance of amounts due from
affiliates pursuant to 382.195 of the 
Missouri Revised Statutes effective 
August 28, 2005 1,138,497                   1,280,714                 

Statutory capital and surplus, NAIC SAP 14,667,292$               19,275,165$             

For the nine months ended September 30, 2012 and the year ended December 31, 
2011, there were no differences between the Company’s net income under NAIC 
SAP and practices permitted or prescribed by the Department. 
 

B. Use of Estimates in the Preparation of the Financial Statements 
 

No change. 
 

C. Accounting Policies 
 

No change.   
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NOTES TO FINANCIAL STATEMENTS 

 

 

2. Accounting Changes and Corrections of Errors 
 

The NAIC adopted Statements of Statutory Accounting Principles (“SSAP”) No. 
101, Income Taxes, A Replacement of SSAP No. 10R and SSAP No. 10, in the 
fourth quarter of 2011 with an effective date of January 1, 2012. The revised 
standard contains changes to accounting for current and deferred federal and 
foreign income taxes. One of the changes impacting the Company is that the 
increased reversal period assumptions and surplus limitations are no longer 
elective. If the Company qualifies for the increased benefits due to sufficient risk-
based capital levels then they are mandatory. The Company had not previously 
elected the increased benefits available under SSAP No. 10R and does qualify for 
the increased benefits.  
 
The most significant impact for the Company is the use of increased reversal 
period assumptions. The cumulative impact on surplus of the adoption of this 
pronouncement is $224,264.  The impact is reported in the 2012 statements as an 
increase to surplus on page 5 line 43. 
 
There were no corrections of errors recorded during the quarter ended September 
30, 2012. 
 

3. Business Combinations and Goodwill 
 
 Not applicable. 
 
4. Discontinued Operations 
 

Not applicable. 
 

5. Investments  
 

A. – C. 
 
Not applicable. 
 
D. Loan-Backed Securities 

 
The Company did not have loan-backed securities at September 30, 2012. 

 
E. – G.  

 
Not applicable. 

 
6. Joint Ventures, Partnerships and Limited Liability Companies 
 

Not applicable. 
 
7. Investment Income 
 

No change. 
 
8. Derivative Instruments 
 

Not applicable.   
 
9. Income Taxes 
 
 No change. 
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10. Information Concerning Parent, Subsidiaries, Affiliates and Other Related 
Parties 

 
A.  Nature of the Relationship   
 

No change.   
 
B.  Significant Transactions for Each Period 
 

On March 7, 2012, the Board of Directors of the Company declared an 
extraordinary dividend of $12,000,000.  The Department approved this dividend 
on April 9, 2012, and the Company paid the dividend to its parent company, 
HealthLink, Inc., on April 11, 2012.   
 

C.  Intercompany Management and Service Arrangements 
 
No change.   

 
D.  Amounts Due To or From Related Parties 

 
At September 30, 2012, the Company reported $1,721,996 due from affiliates and 
$79,657 due to affiliates, respectively.  The receivable and payable balances 
represent intercompany transactions that will be settled in accordance with the 
settlement terms of the intercompany agreement. 
 

E. – L.  
 
No change. 

 
11. Debt 
 

Not applicable. 
 

12. Retirement Plans, Deferred Compensation, Postemployment Benefits and 
Compensated Absences and Other Postretirement Benefit Plans  

 
No change. 

 
13. Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-

Reorganizations 
 

No change. 
 

14. Contingencies 
 

No change. 
 

15. Leases 
 

Not applicable. 
 
16. Information About Financial Instruments with Off-Balance Sheet Risk and 

Financial Instruments with Concentrations of Credit Risk 
 

Not applicable. 
 

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of 
Liabilities 
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A. Transfers of Receivables Reported as Sales 
  

Not applicable. 
 

B. Transfer and Servicing of Financial Assets 
 

Not applicable. 
 

C. Wash Sales 
 

1. In the course of the Company’s asset management, securities may be sold and 
reacquired within 30 days of the sale date to enhance the yield on the 
investments. 

 
2. At September 30, 2012, there were no wash sales involving securities with an 

NAIC designation of 3 or below or unrated. 
 
18. Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured 

Portion of Partially Insured Plans 
 

A. Administrative Services Only (“ASO”) Plans  
 

The gain/loss from operations from ASO uninsured plans and the uninsured 
portion of partially insured ASO plans for the nine months ended September 30, 
2012: 

ASO 
Uninsured 

Plans
a) Net reimbursement for 

administrative expenses 
(including administrative fees) 
in excess of actual expenses  $ 10,362,316 

b) Total net other income or 
expenses (including interest paid 
to or received from plans)                   -   

c) Net gains from operations  $ 10,362,316 
d) Total claim payment volume  $ 12,438,054 

 
B. Administrative Services Contract Plans  

 
Not applicable. 
 

C. Medicare or Other Similarly Structured Cost-Based Reimbursement 
Contract  
 
Not applicable. 

 
19. Direct Premium Written/Produced by Managing General Agents/Third Party 

Administrators 
 

Not applicable.   
 

20. Fair Value Measurements 
 

A.-B.  
 
There are no assets or liabilities measured at fair value at September 30, 2012. 
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C. Financial Instruments  

 
Aggregate Admitted

Type of Financial Instrument Fair Value Assets Level I Level II Level III

Bonds 25,147,355$   24,505,723$   21,500,430$   3,646,925$     -$                   
Short term investments 1,558,450       1,558,450       1,558,450       -                     -                     
 
D.  Not Practicable to Estimate Fair Value 
 

There are no financial instruments that were not practicable to estimate fair value. 
 

21. Other Items 
 
No change. 

 
22. Events Subsequent 
 

There were no events occurring subsequent to September 30, 2012 requiring 
disclosure.  Subsequent events have been considered through November 12, 2012 for 
the statutory statement issued on November 12, 2012. 

 
23. Reinsurance 

 
No change. 

 
24. Retrospectively Rated Contracts & Contracts Subject to Redetermination 

 
Not applicable. 
 

25. Change in Incurred Claims and Claim Adjustment Expenses  
 
Not applicable.   

 
26. Intercompany Pooling Arrangements 
 

Not applicable. 
 

27. Structured Settlements 
 

Not applicable. 
 

28. Health Care Receivables 
 
No change. 

 
29. Participating Policies 

 
Not applicable. 
 

30. Premium Deficiency Reserves 
 
Not applicable. 

 
31. Anticipated Salvage and Subrogation 

 
Not applicable. 
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